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INCOME 
Operating: Before Income Taxes ....$ 


INCOME TAXES .........0cceee 


CANADA 
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1978 


1,385,000 
452,000 


1977 


Year Ended December 31, 1978 


FINANCIAL HIGHLIGHTS 


1976 


1975 


co Me $11,849,000 $118,.381,000 $119,020,000 $114,851,000 


> 5,767,000 $ 7,299,000 §$ 10,629,000 


1,990,000 


3,021,000 


4,464,000 


1974 
$123, 758,000 


$ 14,413,000 
6,053,000 


Operating Income 


“Inventory Gains (Losses) 


933,000 
1,377,000 


3,777,000 
(474,000) 


4,278,000 
226,000 


8,360,000 
(1,370,000) 


Income Before Extraordinary Item ... 
Exiaordinaty 1€M)... i cs 


2,310,000 
478,000 


Net Income 


Depreciation Charged to Operations $ 
Investment in Fixed Assets .............. 


Working Capital 
Shareholders’ Equity ..........4.c400- 
Dividends Declared 


Shares Outstanding 


EARNINGS PER SHARE: 
Operating Income 


“Inventory Gains (Losses) ............ 


2,901,000 
1,188,000 


OO ee $ 35,956,000 
48,545,000 


2,656,000 


3,994,185 


> 3,359,000 
1,483,000 


$ 32,886,000 
48,413,000 
3,075,000 


3,994,185 


% 3,207,000 
2,090,000 


$ 31,743,000 
48,185,000 
3,075,000 


3,994,185 


> 2,821,000 
5,758,000 


$ 29,022,000 
46,756,000 
2,876,000 


3,994,185 


>» 2,195,000 
8,867,000 


$ 26,552,000 
43,467,000 
3,095,000 


3,994,179 


Income Before Extraordinary Item 


Extraordinary Item 


Net Income 


DIVIDENDS PAID PER SHARE 


EQUITY PER SHARE 


12.15 


12.12 


12.06 


THe7 


* Gains and Losses after income taxes realized on inventory due to fluctuations in the price of copper. 


ANNUAL MEETING 
The Annual Meeting of the Shareholders will be held at the 
Skyline Hotel, Stewart Boulevard, Brockville, Ontario, on May 

8, 1979 at two-thirty o’clock in the afternoon. 


REPORT TO THE SHAREHOLDERS 


Operations 

In our last Annual Report, we indicated that the pros- 
pects for 1978 did not look bright, and that the Com- 
pany would continue to emphasize productivity 
improvements and cost reductions. This has been 
accomplished to a commendable degree, however the 
decreasing trend in profits that started in 1975 con- 
tinued at an even faster rate in 1978. Operating profit, 
before income tax and copper inventory adjustments, 
declined from $5,767,000 to $1,385,000. This would 
have been significantly worse had positive action not 
been taken in late 1977 and through 1978 to reduce 
costs. 


The very poor profit achievement can be attributed 
again to the weak performance in the segment of the 
economy affecting wire and cable products, continued 
over-capacity in the industry and a labour dispute that 
closed down the Vancouver plant facility for about five 
months. In addition, a major customer and a major sup- 
plier both had lengthy work stoppages during the year, 
which resulted in further deterioration in the Company’s 
profits. 


During 1978 the Edmonton plant was closed, and the 
Dartmouth dual operation was contracted into a single 
efficient unit. These effected sound business eco- 
nomics and further reduced operating costs. 


The product rationalization program that had been 
initiated earlier was continued through 1978, with the 
result that production of a number of low profit lines 
was terminated. Initially this resulted in residual over- 
heads to the remaining products and, therefore, had a 
further detrimental effect on profits. In the long term, 
however, the management action taken will help to 
strengthen performance in the years ahead. 


We live in an era of rapidly changing technology, and 
as old products are phased out new ones must be 
developed to take their place. Your Company has been 
working in the development of fibre optic cables, and 
early in 1978 B.C. Telephone, GTE Lenkurt and Phillips 
Cables agreed to cooperate in a field trial utilizing this 
new technology. 


Phillips Cables is proud of its involvement in this 
project. Two optical fibre cables, capable of carrying 
672 voice communications at one time, provide a 7 km 
link between a Vancouver switching centre and the 
North Burnaby central office. These cables have been 
installed and tested, and their performance capability 
compares favourably with any installation that the Com- 
pany is aware of. 


Sales 


Continued softness in the economy throughout 1978, 
and severe price competition, resulted in a decrease 
from 1977 in net sales of approximately 6%. The actual 
volume of product manufactured, however, decreased 
only marginally. 


Greater concentration of effort put into export sales, 
specifically in power products, began to pay off in the 
latter part of the year and helped to establish a much 
improved year-end backlog in this segment of the 
business. 


Earnings 

The Company earned $0.24 per share from opera- 
tions during 1978, compared to $0.95 per share in 1977. 
A copper inventory gain of $0.34 per share brought the 
total earnings for 1978, before extraordinary items, to 
$0.58 per share. In 1977, copper price fluctuations 
resulted in a loss of $0.12 per share which reduced the 
total earnings for that year to $0.83 per share. The sale 
of the Edmonton land and building, together with the 
surplus property at Dartmouth, resulted in a profit, 
which when netted against the write-off of excess pro- 
duction equipment produced an extraordinary gain of 
$0.12 per share for 1978, for a total income for the 
period of $0.70 per share. 


Financial 


The financial condition of the Company improved 
during 1978. Working capital increased by $3,000,000 
to $35,900,000. Cash and short-term deposits 
increased from $7,000,000 to $8,100,000. Long-term 
debt outstanding at December 31, 1978 was reduced to 
6.2% of Shareholders’ equity compared with 6.8% in 
1977. 


This sound financial condition places the Company 
in a position to take advantage of increased business 
opportunities in 1979 and in future years. 


Dividends 


Dividends paid in 1978 amounted to $0.72 per share 
compared to $0.77 per share in 1977. As the result of 
declining profit levels, it was decided that the special 
dividend of $0.05 per share paid at the end of 1977 
should not be repeated in 1978. Furthermore, the regu- 
lar quarterly dividend of $0.18 per share was reduced to 
$0.125 per share on January 1, 1979. 


Personnel 


The Vancouver plant was shut down on May 1, 1978 
when the Company and the Union, Canadian Associa- 
tion of Industrial, Mechanical and Allied Workers 
(CAIMAW), could not agree on an equitable wage 
settlement. The Company’s posture in the dispute was 
that it could not conscientiously meet the Union’s 
demands in the face of competitive domestic pricing, 
and the continuing threat of imports from lower-wage 
areas. Agreement was reached about five months later, 
and the plant opened again on October 11, 1978. 


A very encouraging aspect of employee relations has 
been the willingness of essentially all employees to 
meet the challenge of rationalizing product lines and of 
accepting expanded responsibilities to ensure that the 
Company remains financially healthy during this very 
difficult period. It is recognized. that the Company’s 
strongest asset is its employees, and that the loyalty 
and co-operation of the entire organization is essential 
to success. 


Board of Directors 


At the Annual Meeting in May, 1978, Mr. T. A. Lind- 
say, Chairman, retired from the Board after serving 
twenty-five years as a Director and the last eight years 
as Chairman. 


At the Board Meeting following the 1978 Annual 
Meeting, Air Marshal Hugh Campbell, Vice-Chairman, 
was elected Chairman to succeed Mr. Lindsay, with Mr. 
D. L. Torrey being elected a Vice-Chairman to replace 
Air Marshal Campbell in that office. 


On January 1, 1979, both Mr. J. A. McCleery, Chair- 
man of BICC International Limited and Vice-Chairman 
of the Board, and Mr. D. R. Kampman, Vice-President 
and Controller of General Cable Corporation, resigned 


from the Board. On February 14, 1979, Mr. R. P. Jensen, 
President and Chief Executive Officer of General Cable 
Corporation, resigned from the Board. The Company is 
deeply indebted to these individuals for their efforts 
over the years. Mr. Jensen was succeeded on the Board 
by Mr. S. R. Breitbarth, Executive Vice-President of 
General Cable Corporation, on February 14, 1979. 


At a recent meeting of the Board of Directors, it was 
agreed that the following new Directors would be nomi- 
nated for election at the Annual Meeting of the Share- 
holders: Mr. Bernard Panet-Raymond, Executive Vice- 
President, Q.N.S. Paper Company Limited; and Mr. 
Edward D. H. Wilkinson, Senior Partner, Russell & Du- 
Moulin, Barristers and Solicitors. 


Outlook 

It is too soon to be optimistic about the immediate 
future, but there are some definite signs of improve- 
ment which encourage management to believe that 
profits bottomed out in 1978; and that the Company has 
emerged from a most difficult year, leaner and stronger 
than it has been for a long time, and better able to com- 
pete in a difficult market. 


GEeaS 


President and Chief Executive Officer 


March 21, 1979 


PHILLIPS CABLES LIMITED 


BALANCE SHEET 


AS AT DECEMBER 31, 1978 


ASSETS 
Current Assets 
Cash and shorten: Geposits ccc wis races cee sos ee ae eee 
ACCOUNTS TECEIVADIO ro core fag cc a cca cree rg ie 
TIVENTORIOS ccc ie aN ae ea a ean ee 
Prepaid: Expenses: orion fay iy orcas tone ce anc ecg eee ac ae rN 
Property, Plant and Equipment 
Accumulated 
Cost Depreciation 
Beye Oe eee teem Many Mee A TL Re ele PE? $ 351,000 $ oq 
BUGS cscs oes ee reece cc 11,980,000 5,485,000 
Machinery 25s ees once te ce cee 38,762,000 24,842,000 
CONSUUCHION IN DIOGIESS 2 sevens tye ener 380,000 a 


$51,473,000 $30,327,000 


LIABILITIES 
Current Liabilities 
Accounts payable and accrued liabilities ................cccccseccceseeeeeeee Friar ea eck ees 
InGomme sand OINEL Taxes csc hens 5c mained occa ose oe sae Reem rete meee 
Dividend payable an. sie Nei ices seni tases weer Sane as ge EO eas eae 
Deposits ‘held: for-returnable Gontainers i...) aii cn. «issn cansee nee cua ereceeeereee 


Long Term Debt Mole 2) osx as ae ae les es ee eater 
Deferred: INGOmMe AX OS oe SR aera ae 


SHAREHOLDERS’ EQUITY 
Capital Stock 
Authorized — 5,000,000 shares without nominal or par value 
Issued oS O94 ABS SHAICS resco hw tees ee pc De Re ee a 
Retained Earnings xiii ance recs can cose caw hee ccen mre rere ae ener 


Approved by the Board 


J. L. OLSEN, Director 
DAVID L. TORREY, Director 


1978 


$ 8,085,000 


12,088,000 
31,338,000 
151,000 


51,662,000 


351,000 
6,495,000 
13,920,000 
380,000 


21,146,000 


$72,808,000 


$ 8,366,000 


2,092,000 
499,000 


4,749,000 


15,706,000 
3,000,000 
5,557,000 


10,003,000 


38,542,000 


48,545,000 


$ 72,808,000 


1977. 


$ 7,043,000 


11,446,000 
26,814,000 
183,000 


45,486,000 


549,000 
7,855,000 
16,067,000 
657,000 


25,128,000 


$70,614,000 


$ 6,439,000 


1,020,000 
719,000 
4,422,000 


12,600,000 


3,300,000 
6,301,000 


10,003,000 


38,410,000 


48,413,000 


$ 70,614,000 


PHILLIPS CABLES LIMITED 


STATEMENT OF INCOME 


YEAR ENDED DECEMBER 31, 1978 


1978 
mE RE ae Se RING SS a REIT REN OF Sit ne Me Spa sabi ee cont Nae SN AEC A SEC RMUR ES $111,349,000 
Cost of sales, selling and administrative Expenses ..............cccccceeeeeeeeeeeees 105,079,000 
6 LES) PTO a ts a ea Ris EC ASG eat at a eA 2,901,000 
MMORE SUONECHIUMICKITE CODES oie tern ee Cea ie ies calc unten nis ainwaame raise tag 185,000 
Remuneration of directors and officers (note 3) ...........cccccee cece eeecceeeeeeeees 518,000 

108,683,000 

2,666,000 
OS TES ST UPUQYSN 1 Poe et Sa iets RRS Ua i Ose RL 763,000 
Income before income taxes and extraordinary item ....................600. 3,429,000 
EYE OVIRCHT ANOS ees fs eet EON Se SS es pele ae Ra SS GA 1,119,000 
MICGMC DCIOLE CXIFAOOINALy (LOM 3. osc. ooo eecnes ecovazacs ncwedendccenenseheeraoticnar 2,310,000 
EeeerereGiiaat HeTTh COIS 4) erica ic on Ya aes vos sie caver ear anpenievseousnaeedesaves? 478,000 
ICING iiirse ee eae sere Ce Mn MeL IeA Spats gscbeuee tapers $ 2,788,000 
Earnings per Share 

Income before extraordinary item (including inventory gain of $0.34 
in 1978 and inventory loss of $0.12 in 1977) oe $0.58 
EXITAOKCIROLY MON Gece cicsensnee eee: Wa wi cnaeeantec nate temucn eee ee ee 0.12 
$0.70 


STATEMENT OF RETAINED EARNINGS 


YEAR ENDED DECEMBER 31, 1978 


1978 
Balance at Beginning of Year... cece eeeeeeteeeeeeeeess $ 38,410,000 


NET TATeCe) a Senet ek Re pata ete ee ES SRE SL an RAL Ane a Sng RO? Waa Cae 2,788,000 


41,198,000 


OTST Pa eae Raia ct epee or eat ee SUP ARO CR edie Eee Been ORE Ue Sor a RD 2,656,000 
Balearic @ Gt Br: OF VOT ceo eee atc ean ce ise Sac acogaeee $ 38,542,000 


VOLT 
$ 118,381,000 
109,754,000 
3,359,000 
192,000 
499,000 
113,804,000 
4,577,000 
466,000 
5,043,000 
1,740,000 
3,303,000 


$ 3,303,000 


1977 
$ 38,182,000 
3,303,000 
41,485,000 
3,075,000 
$ 38,410,000 


PHILLIPS CABLES LIMITED 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED DECEMBER 31, 1978 


1978 1977 
Working Capital provided by 
income before extraordinary item .... 2. $ 2,310,000 $ 3,303,000 
Items not involving working capital: 
Depreciation and net book value of assets retired ................0... 2,944,000 3,480,000 
Deferred income taxes... (360,000) (782,000) 
Working Capital from operations «se 4,894,000 6,001,000 
Working capital from extraordinary item .....2. es 2,320,000 — 
7,214,000 6,001,000 
Working Capital applied to 
Investment in property, plant and equipment ............00c 1,188,000 1,483,000 
DIVIGCNdS 0 2,656,000 3,075,000 
Repayments on long term debi oe 300,000 300,000 
4,144,000 4,858,000 
Increase in Working Capital ..............00 eee: ee 3,070,000 1,143,000 
Working Capital al Beginning Of Year 2... 00... 32,886,000 31,743,000 


Working Capital at End of Year ..........0....... a 


AUDITORS’ REPORT 


To the Shareholders of 
Phillips Cables Limited 


We have examined the balance sheet of Phillips Cables Limited as at December 31, 
1978 and the statements of income, retained earnings and changes in financial position for 
the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other procedures as we 


considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the 
company as at December 31, 1978 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally accepted accounting 


principles applied on a basis consistent with that of the preceding year. 


Montreal, Canada 
February 9, 1979 


THORNE RIDDELL & CO. 
Chartered Accountants 


$ 35,956,000 % 32,886,000 


PHILLIPS CABLES LIMITED 


NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31, 1978 


ACCOUNTING POLICIES 
Inventories 
Inventories are valued at the lowest of cost, replacement cost and net realizable value. 


Property, Plant and Equipment 
Property, plant and equipment are recorded at cost. The cost and related accumulated depreciation 
of items retired are removed from the accounts and any gain or loss is included in income. Depreciation is 
based on the following straight line composite rates: 
Buildings 3% 
Machinery 10% 


Deferred Income Taxes 


Income taxes are charged to income irrespective of timing differences under current tax legislation. 
The excess of income taxes charged to income over those payable for any year is set aside as deferred 


income taxes to be drawn upon in those years when tax payments exceed the amount charged to 
income. 


LONG TERM DEBT 1978 1977 
5%% First Mortgage Sinking Fund Bonds, Series A due February 1, 
1985 
ADINOZeG andissued: 6 aoe a $ 6,500,000 $ 6,500,000 
Purchased and cancelled: 2 3) 8 a es 3,500,000 3,200,000 


$ 3,000,000 § 3,300,000 
The trust deed provides for sinking fund payments sufficient to retire $4,700,000 of the Series A Bonds by 
February 1, 1984. Annual sinking fund payments to that date are $300,000, and $600,000 of Series A 
Bonds have been purchased and cancelled in anticipation of 1979 and 1980 sinking fund requirements. 


REMUNERATION OF DIRECTORS AND OFFICERS 1978 1977 
Remuneration of directors as directors... oe eS eae tienen: $ 54,000 $ 45,000 
Number Of GIfPEClOls. es ae 12 We 
ReMUNEraliOn OL OlICGIS ==... es ee ee ee $ 464,000 $ 454,000 
NUDE! Of OUIGEIS a ey 11 11 
Number of officers who are alSO direCtOrs ooo... ccceec cece eee eeeen es 5 5 


EXTRAORDINARY ITEM 


Gain on sale of land and buildings, less income taxes of $406,000 ........... $ 1,183,000 
Plamt closure: costs, jess income taxes of $426,000 20love sets 705,000 


$ 478,000 


During the year the company disposed of two of its manufacturing facilities. Plant closure costs include a 
special depreciation charge of $894,000 relating to machinery which is presently idle. 


PENSION PLANS 


The unfunded liability of the employees’ pension plans at December 31, 1978 is estimated to be 
$5,092,000. It is the intention of the company to amortize this amount over the next fifteen years. 


PHILLIPS CABLES LIMITED 


HEAD SALES OFFICE 
2 Lansing Square, Toronto, Ontario 


Vice-President —:Salesi nec oe ene C.F. Jardim 


Genetal Sales: Manager tannuscrncecstrne eae A. L. Roy 


SALES OFFICES 


Atlantics PrOVINCe Same eee 51 Mosher Drive, Dartmouth, N.S. 
QUEDE CEE cen ate con era En ee 3455 Griffith St., Montreal 
ONTAN Oni dosetoulatare crane Green tan ery eae 1673 Carling Ave., Ottawa 


King Street West, Brockville 
2 Lansing Square, Toronto 
199 Parkdale Ave. N., Hamilton 


Western Canada Sales Manager .............0000 T. W. Dalgety, 
Vancouver, B.C. 
ManlODansr-ccmc note nae eens ae ered 1429 Mountain Ave., Winnipeg 
SaskatCMewe|al arctan sec aameseaceresnaeaner Pakwa Park Plaza, Regina 
AIG eater cot ral cree teeter ect ee en 16524 - 117th Ave., Edmonton 
6324 - 10th St. S.E., Calgary 
BritishiGolumbiaieerceeeee ae 8312 Prince Edward St., Vancouver 

Export.Sales Managet ca. cs-cqsasceae saree eee aera T2Ps Bohm 
King Street West, Brockville, Ontario 
WLS A Texas an ceases 3317 Montrose, Suite 300, Houston 

FACTORIES 
Communication Products 

AtlantichRrovinCeSisarcacrcceeee eee ree nee Dartmouth, N.S. 
CLUES G3) ieee estes ee ect RP Rimouski 
MainitODajvanucsancu ne savara oe acuectone aeaceoeeeney eee eae Portage la Prairie 
PN NOS) AUG Were eo Raph ed eG Ne ch tn Loge MR Dems eed t Ue RPE nea ne endo u nn did Sentinel 
Bai oiAn S101 UT OlFslbss gare Sovda sanhanane dose oaenotacsenonondebkdossomeatesonn: Vancouver 


(Bay is fo veenren pre eite Meurer ae rare ANT te AAR aa or ore ete ct nye a: Toronto 


ORME O Se eee ee ce er ee EC nD ne PO Brockville 
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eS fo) (ol RRR Raa oueIUC 
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